increased by almost 3 percent for all working-age males. This increase stems from a 12 percent decrease in real per capita earnings and a 10 percent decrease in the real per capita potential (or FTFY) earnings of these individuals. When we aggregate the reasons given for underutilization into exogenous constraints on working and individual preferences for not working, we find that the share of FPE attributable to the former has declined, while FPE attributable to the latter has risen. This shift is particularly pronounced for older, less educated, nonwhite men.
Our FPE indicator provides a more complete picture of economic performance than other statistical measures of labor force activity, such as the unemployment rate. Whereas the unemployment rate simply indicates the percent of individuals in the labor force looking for work, our FPE indicator applies to individuals in and out of the labor force, quantifies in dollar amounts the level of underutilization, and identifies the sources of underutilization. For example, our FPE indicator demonstrates the increased importance of retirement relative to unemployment as a source of underutilization. Similarly, it can be used to measure the effect of policy changes. For example, what happens to underutilization due to illness and disability when federal health care policy changes? It can also be used as a supplemental indicator for assessing the macroeconomic performance of the economy, measuring both the extent and composition of slack in the utilization of the nation's labor resources. In essence, FPE provides the first measure that values in monetary terms the level and trend of human capital underutilization. Figure 1 shows the trend in average annual work hours for the white, nonwhite, 4 and total male working-age population over the [1975] [1976] [1977] [1978] [1979] [1980] [1981] [1982] [1983] [1984] [1985] [1986] [1987] [1988] [1989] [1990] [1991] [1992] period, as reflected in the March supplement to the annual Current Population Survey (CPS). 5 For both racial groups, mean annual hours decreased during the 1980-1983 recession; the subsequent recovery failed to return this value to its pre-1980s level for either racial group. Over the entire period, the trend of annual work hours is slightly negative for all working-age males and for the two racial subgroups. Table 1 indicates the reason for the decrease in this average value. It shows the percentage of the sample in four annual hours-worked categories for the paired recession years of 1975 and 1991 and the paired cyclical peak years of 1979 and 1989. The most noteworthy change is the 26 percent increase in the proportion of jobless males (those with zero work hours) over the 1975-991 period-an increase from 7.7 to 9.7 percent of the working-age population. However, the share of working males employed less than 2,080 hours per year decreased by about 6 percent for the paired recession years and 12 percent for the paired peak years. The share of prime-age males working exactly at capacity declined 5 percent over the recession years and remained constant over the peaks, while the share working in excess of capacity increased by about 6 percent for both pairs of years. Over the sets of paired years, then, there has been a hollowing out of the middle of the annual hours distribution, with an increase in the mass at both extremes. 6 These hours-worked trends suggest substantial shifts in labor supply and demand over the period. Although the pattern of changes in the mean and variance in male earnings have been extensively studied, including changes in the level and distribution of both wage rates and hours worked, the sources of the observed shifts remain little understood. 7
TRENDS IN HOURS WORKED, 1975-1992

HUMAN CAPITAL UNDERUTILIZATION OF WORKING-AGE U.S. MALES The Concept and Estimation of FPE
We define the earnings associated with full use of human capital as potential earnings (PE) and measure this value as the product of an individual's predicted wage rate 8 and 2,080 hours. The individual's earnings are measured as the product of the actual number of hours that the person works in a year and his predicted wage rate. FPE, then, is the number of dollars that an individual's earnings fall short of PE. 9 It can be thought of as weighted foregone hours-hours worked less than the norm-where the weight is based on an estimate of the value of the person's productive capabilities in the labor market. For any group of working-age males, I, we measure FPE as an average value, March 1976 , 1980 where N is the number of individuals in I. So defined, FPE measures the extent to which the utilization of human capital deviates from a socially accepted norm of full-capacity utilization; in this case, 2,080 hours per year. 10 Our measure of FPE neglects the role of important nonmarket activities in two ways. First, we assume that human capital is utilized only through paid market work. While human capital is also utilized through nonmarket activities, our purpose is to analyze trends in potential and foregone potential earnings. Since nonmarket activities are, by definition, unpaid, they cannot contribute to the realized earnings of an individual; hence, we neglect them here.
Second, we ignore the fact that certain nonmarket activities, such as child care, must be performed. If the individual does not perform them, he or she must obtain services from someone else, perhaps by purchasing them. Thus, FPE may not represent the net increase in either individual realized earnings or in aggregate earned income when the individual moves to full utilization. 11
FPE of Working-Age Males
We begin our examination of FPE with Table 2 , which shows the trends in various earnings measures for the working-age U.S. male population. 12 Over the 1975-1992 period, aggregate real earnings increased from $1.26 trillion to $1.47 trillion, or 17 percent. 13 During this same period, the total male working-age population grew from about 52 million to about 69 million, or 32 percent. Hence, per capita earnings for working-age males fell nearly 12 percent over the period, from about $24,000 to $21,000, which is consistent with other estimates of sagging mean earnings of male workers.
We estimate that over the same period, aggregate potential earnings of all working-age males in the United States rose from $1.48 trillion to $1.77 trillion, an increase of 19 percent. However, because of the 32 percent growth in the size of the working-age male population over this period, per capita potential earnings fell from $28,206 to $25,494, a decrease of 9.6 percent.
By comparing the level of per capita earnings to per capita potential earnings, we can measure the extent to which working-age males fail to utilize their stock of human capital. Over the 1975 Over the -1992 answers to questions regarding why they work less than the FTFY norm, per capita FPE for each year can be decomposed into the following comprehensive set of "reasons": 15
• work is not available (unemployed),
• discouraged from seeking work,
• illness/disability, With the exception of the late 1970s and late 1980s booms, a lack of employment opportunities for those seeking work is the largest component of FPE. This unemployment component peaked during the recession of the early 1980s, when it accounted for nearly $2,200 per person of FPE, and was at its lowest at the end of the expansion of the late 1980s, when it fell to less than $1,000 per person. Over the period, per capita FPE due to unemployment shows a slight downward trend of about $120 per decade. 16 The second component of FPE is labeled "discouraged workers," and it too reflects macroeconomic conditions. The value of this discouraged worker effect ranged from a low of about $100 per person (or about 2 percent of total FPE) at the end of the 1970s, to a high of nearly $400 (nearly 6 percent of the total) during the early-1980s recession. While this value declined during the expansion of the 1980s, it never fell below $200 per person, and rose to over $300 by the end of the period. Due to this discouraged worker effect, per capita FPE showed an upward trend over the period of about $140 per decade.
Illness or disabling health conditions forms the second most important reason for FPE, and accounted for a per capita value of about $1,000 to $1,300 per year over the period. The trend in FPE due to this factor is clearly downward, however, at about $150 per person per decade. This downward trend in foregone earnings due to illness/dis-ability contradicts a growing incidence of illness/disability problems among the working-age population reported in other studies. 17 Retirement is the third most important reason for FPE, and accounted for $500 per capita to nearly $1,000 per capita. This source of FPE is the most rapidly growing among the set of reasons given by working-age males for the failure to fully use human capital. Per capita FPE due to retirement has grown about $190 per decade, or nearly $350 over the 1975-1992 period.
The remaining reasons for FPE (housework, voluntary part-time work, and other) account for a relatively small share of total FPE per person-ranging from 14-23 percent of the total over the period. Aggregate FPE attributable to this set of reasons has crept up slowly over the period. 
Underutilization Due to Exogenous Constraints and Individual Response
The underutilization of human capital due to exogenous constraints placed on individuals carries quite different social and policy implications than that due to voluntary, individual choices. For this reason, we have divided per capita FPE into two components-that arising from individual responses to incentives (retirement, voluntary part-time work, and housework), and that stemming from exogenous constraints on the utilization of human capital (work not available, discouraged from seeking work, and illness). 18 Figure 3 shows the level of per capita FPE due to exogenous constraint and individual response reasons for the working-age male population. An upward trend for individual response reasons is observed, while the trend for exogenous constraint reasons is negative. At the beginning of the period, FPE due to individual response reasons was 23 percent as large as exogenous constraint reasons for FPE; by the end of the period, the individual response reasons had grown to over 36 per- 
FOREGONE POTENTIAL EARNINGS PATTERNS AMONG RACE, AGE, AND EDUCATION SUBGROUPS
The overall patterns of working-age male human capital underutilization described above conceal substantial differences among race/ age/education subgroups. In this section, we summarize a few of the more prominent of these differences. 19 We begin with a discussion of racial differences and then present differences among age and education subgroups.
Racial Differences in FPE
Over the 1975-1992 period, the ratio of nonwhite to white potential earnings fell from 0.74 to 0.71. The earnings potential of the mean white male fell by an average of $1,104 per decade; that for the mean nonwhite male fell by $1,188. As a result, the racial gap in potential earnings increased slightly over the period. 20 Table 3 shows 1975 levels of PE and FPE for both nonwhites and whites, along with the reasons for FPE in that year, and the constraint/response breakdown in the causes for FPE. It also summarizes trends in all of these categories expressed in "dollars of average per decade change" over the 1975-1992 period.
The most striking pattern is the decline in per capita FPE for nonwhites over the period, in contrast to virtually no change in per capita white FPE. The difference in the "Per decade change" columns implies that the racial gap in the FPE indicator of labor underutilization narrowed by nearly $240 over the 1975-1992 period-or by more than one-fifth of its initial level of about $1,170.
While the contribution of unemployment to underutilization or FPE decreased over the period for both racial groups, the decrease in the unemployment reason for FPE was larger for nonwhites than for whites. The failure of the economy to perform at full capacity appears to have taken a smaller toll on nonwhites (relative to whites) at the end of the period than it did at the beginning. FPE due to being discouraged from seeking work is quantitatively small relative to FPE due to unemployment. However, this discouraged-worker FPE was three times larger for nonwhites than for whites at the beginning of the period, and increased at twice the rate for nonwhites relative to whites over the period.
For both racial groups, a large share of the decrease in capacity utilization is attributable to the increase in pre-age-65 retirement. Per capita "early" retirement FPE for whites was double that for nonwhites at the beginning of the period and increased more rapidly over the period. Primarily because of the more rapid growth in FPE due to retirement for whites, the individual response reasons for FPE grew more for whites over the period than for nonwhites. Table 4 shows the trends in potential earnings and FPE for the youngest (ages 18-24) and oldest (ages 55-64) groups, as most of the interesting patterns are concentrated in these groups. Per decade, the earnings potential of 18-to 24-year-olds fell by $2,700, while mean potential earnings of older working-age males decreased only $960. Over the entire period, the ratio of the potential earnings of the youngest group to that of the oldest group fell from 0.64 to 0.52-a radical drop of 12 basis points.
Age Differences in FPE
FPE is higher for the older group than for the younger group, which is not surprising given the substantially higher potential earnings of the older group. Moreover, the old-to-young gap in FPE has been rising over time. Over the entire 1975-1992 period, per capita FPE for youths fell by almost $700, while per capita FPE for the group of older workers rose by over $2,000. For youths, the $700 drop in FPE has been driven by a decrease of more than $500 per decade in FPE attributable to reduced unemployment-generated nonutilization. However, the sizable increase in FPE among youths due to the discouraged worker effect-about $350 over the period, a twofold increase-is disturbing and runs in the opposite direction to the unemployment effect. The very large increase in FPE for the older age group-over $2,000 during the 18-year period-is more than explained by the rapid increase in retirement over the period. However, the retirement-induced increase in FPE for this older group was offset by a substantial decrease in the amount of foregone earnings due to illness/disability; from an average of about $3,000 per year in FPE at the beginning of the period, to about $2,200 by the end of the period. 21 Table 5 summarizes the pattern of potential earnings and the utilization of this potential over the 1975-1992 period for the two lowest education groups-dropouts and those with a high school degree but no college. Over the 18-year period, potential earnings for both groups fell dramatically. The average per decade decrease in potential earnings is $4,265 for dropouts and $3,571 for high school graduates. Of the four education groups, only college graduates showed an increase in potential earnings over the period (not shown in table). The increasing return to years of schooling is clearly seen in the widening gap in potential earnings among the education groups, even between high school dropouts and those with a terminal high school degree.
Education Differences in FPE
Per capita FPE for the high school dropouts decreased slightly over the period, by about $80 per decade, while FPE for those with a high school degree increased about $200 per decade. The reasons for the level of and change in FPE for these low-education groups are dominated by unemployment, discouragement over finding work, and illness. Earnings foregone due to unemployment decreased for both loweducation groups over the period. However, per capita FPE due to the discouraged worker effect increased by $264 per decade for the group of dropouts and by nearly $100 per decade for those with a high school degree. A large increase in underutilization due to retirement is also recorded for both groups.
FOREGONE POTENTIAL EARNINGS PATTERNS FOR VULNERABLE GROUPS
The patterns discussed in the previous section reveal substantial variation in human capital underutilization among subgroups of the male working-age population. In general, nonwhite youths and older males-especially those with low schooling levels-have the highest levels of underutilization. These same groups display the largest increases in human capital underutilization over time. Here, we focus on the youngest and oldest nonwhite groups with the lowest schooling levels, and compare their FPE patterns with those of the average male in their age group and the average working-age male, irrespective of age. 
Low-Education Minority Youths
Consider, first, low-education minority youths (Table 6 ). The top row of the table, potential earnings, shows vividly the declining prospects of low-education minority youth. Over the 18-year period, real potential earnings fell by 16 percent per decade for both nonwhite youths who dropped out of high school and those with a terminal high school degree. This compares with a 15 percent decadal drop for all youths and a 5 percent drop for all males.
For both low-education groups of minority youths, FPE fell over the period. However, the decrease in FPE must be interpreted in the context of a decreasing level of potential earnings. The ratio of per capita earnings to total potential earnings, which reflects the percent of potential earnings utilized, fell over the period for both low-education minority groups, by over 3 percentage points for the dropouts and 4 percentage points for the terminal high school graduates.
For all of the groups, unemployment accounted for the largest portion of unused earnings potential. Although this share fell over the period for all four groups, discouragement over finding work accounted for an increasing share of FPE. For all the groups, the individual response reasons for FPE increased over the period. Table 7 shows that potential earnings decreased substantially for older, low-education minority workers (by 9 percent for dropouts and 6 percent for high school graduates, per decade), relative to both all older working-age men (3 percent) and all males (5 percent).
Older, Low-Education Minority Males
Similarly, our indicator of the underutilization of human capital-FPE-is very high for older, low-education minority males, especially relative to their earnings potential. At the beginning of the period, these groups utilized only about 60-65 percent of their earnings potential, compared to 73 percent and 85 percent for all older workers and all males, respectively. However, compared to low-education minority youths, FPE for the older, low-education minority workers rose substantially over the 1975-1992 period.
The reasons for FPE among nonwhite, low-education, older males are dominated by unemployment, retirement, and illness. For both groups-and for all older males-illness is the single largest reason for FPE; in 1975, it accounted for nearly two-thirds of FPE for the dropout group, and 40 percent of FPE for the older workers with a terminal high school degree. 22 For the dropout group, FPE attributed to illness declined over the period, as it did for the two comparison groups. For all of the older groups, retirement accounted for an increasingly large share of FPE over the period, while unemployment as a reason for FPE declined. It is noteworthy that nonwork due to the discouraged-worker effect accounted for very little of FPE for the nonwhite, low-schooling older group at the beginning of the period; however, this source of FPE grew rapidly over the period for this vulnerable population. Largely because of the increase in retirement, individual response reasons for FPE grew for all of the older groups. This growth, in combination with the decrease in potential earnings, caused the percentage of potential earnings realized by older, low-education minority males (not shown) to fall substantially over the period, by 14-16 percentage points for the two low-schooling groups, compared with decreases of 9 percentage points for all older males and 1.6 percentage points for all males.
EXOGENOUS CONSTRAINT AND INDIVIDUAL RESPONSE REASONS FOR FPE
The patterns of underutilization described here raise the question of the extent to which the reduction in human capital utilization has derived from changes in the exogenous constraints that people face or in their individual responses to incentives. As we noted above, underutilization of human capital due to exogenous constraints placed on individuals carries quite different social and policy implications than that due to voluntary individual choices.
Over the 18-year period, an upward trend in individual response reasons for underutilization is observed, while the contribution of exogenous constraints to underutilization appear to be decreasing. At the beginning of the period, individual response reasons accounting for FPE were about 23 percent as large as those associated with exogenous constraints. However, by the end of the period, individual response reasons were 36 percent as large as the exogenous constraint reasons. Over the 1975-1992 period, per capita individual response reasons for underutilized human capital increased by about $240 per decade, while per capita exogenous constraint reasons fell by about $130 per decade.
Our calculations allow an even deeper assessment of these response/constraint sources of human capital underutilization among various age/race/education subgroups. In Table 8 , we break the gap between earnings and potential earnings into the two components of individual response and exogenous constraint reasons, and show the ratio of these two values for the subgroups, for 1975 and 1992. We also show the percentage change in this measure over the two years for each of the subgroups. Overall, and for each of the subgroups, the individual response/exogenous constraint ratio increased rapidly over the 1975-1992 period. For all working-age males, the ratio rose by 57 percent. For the oldest individuals, the ratio increased by 122 percent, indicating the increasing importance of individual retirement decisions in explaining the growth in foregone potential earnings. Large per decade increases in this ratio are also recorded for older, nonwhite high school dropouts and graduates, and for young, nonwhite high school dropouts.
SUMMARY AND CONCLUSIONS
In this chapter we have defined a new indicator of the level of human capital, potential earnings, and a new indicator of labor underutilization, foregone potential earnings. FPE is the gap between the norm of full time-full year work and the hours a person actually works, weighted by his predicted hourly wage. We measure this value in 1993 dollars and interpret it as the amount of potential earnings that the individual foregoes. We have used this concept to assess the levels and trends of human capital and its utilization among U.S. working-age males from 1975 to 1992. Overall, the time-related patterns in both potential earnings and the utilization of this potential indicate that underutilization of the stock of male human capital has been increasing over the period. This trend in human capital underutilization has been concentrated among very young and old workers, those with the lowest education levels, and nonwhites. Finally, we note that while exogenous constraints on human capital utilization outweigh individual choices to underutilize, the relative contribution of choice-based FPE has increased over the period.
Notes
1. A December 1, 1994, front page New York Times story inquired, "So why are so many men-healthy men in the prime of life-working less than ever before?" (Nasar 1994) . See also , O'Donnell (1995), Freeman (1994) , Katz and Murphy (1992), and Juhn (1992) . 2. The human capital embodied in an individual is taken to be the value of the "bundle" of his characteristics-for example, schooling, skills, age, race, and health status-when fully used in productive economic activities. The independent effect of any one of these characteristics on the individual's observed (or estimated) wage rate is taken as an estimate of the market valuation of the hourly rental value of the characteristic. Hence, the market-determined "use-value" of an hour of the individual's work time-his wage rate-measures the economic value of an hour's worth of his human capital. This convention implies that the returns to race and gender found in human capital studies reflect real productivity differences and not discriminatory treatment of these traits in the labor market. 3. We assume those working full time, full year or more are using their human capital at capacity; no credit is given for work in excess of, 2,080 hours per year. While work patterns above 2,080 hours per year are also of interest, this chapter concentrates on underutilization of human capital, and hence, those individuals who work less than the full-time, full-year norm. Therefore, we cap each individual's work hours at 2,080 and count those with 2,080 or more hours of work as having zero unutilized hours. 4. "Whites" refers to white non-Hispanics; "nonwhites" are all others. 5. The standard method of calculating annual hours from the CPS is to multiply weeks worked in the last year by hours usually worked in a week. If reports of the latter correspond to modal hours rather than mean hours, as seems likely, this estimate is incorrect. In this analysis, we adopt a different convention and employ information on weeks worked part time and hours worked last week in the estimation of annual hours for some individuals. If an individual usually works full time (i.e., at least 35 hours per week) and does not report working part time in any week, then annual hours are estimated in the standard way as the product of weeks worked and hours usually worked per week. The same formula is used if an individual reports working part time throughout the year. However, individuals who usually work full time but work part time in some weeks (or who usually work part time but work full time in at least one week) are not asked for their hours during part-time (full-time) employment. To fill in this data gap for these workers, we use information on individuals who worked part time in the last week (not year), but who usually work full time. We regress hours worked by such individuals in the last week on race, age, education, and usual hours/week and use the estimates to obtain a conditional expectation of the part-time hours/week of usually full-time workers. Annual hours are then calculated as the product of weeks worked full time and hours usually worked per week, plus weeks worked part time multiplied by the estimate of part-time hours. An analogous procedure is used to calculate the annual hours of individuals who usually work part time but work full time in at least one week. 6. These results are consistent with other recent studies; see Schor (1991) and Coleman and Pencavel (1993) . 7. See Bound and Johnson (1992) , Burtless (1990) , Haveman and Buron (1994) , Karoly (1992) , Levy and Murnane (1992) , and Moffitt (1990) . 8. In predicting individual hourly wages, we first estimate annual selectivity corrected (Heckman 1976 (Heckman , 1979 , hourly wage functions over all wage and salary nonwhite workers and white workers from data in the annual March CPS from 1976-1993. The independent variables are those exogenous human capital determinants of market productivity that are recorded in every CPS year. The race/ year-specific coefficient estimates are used to predict each person's hourly wages based on his values for each of the attributes in the wage function. A more complete description of the procedure is found in Buron, Haveman, and O'Donnell (1995) and Haveman, Buron, and Bershadker (1997) . The parameter estimates for the two race-specific wage functions for each year are available from the authors, as well as the probit equations that provide the basis for selectivity correction. 9. While labor market distortions may cause observed (and, hence, predicted) wages to be an imperfect measure of the productivity of an individual's work time, we accept these market values as the most appropriate weighting factor available for estimating the value of both earnings and potential earnings. We note that changes in labor market distortions over time will be reflected in the trend of aggregate measures of both earnings measures. For example, the presumed reduction in the influence of labor unions on wages (associated with the fall in union membership over the past two decades) could lead to a downward trend in both earnings and potential earnings due to a decrease in estimated wage rates. It should also be emphasized that the estimated wage rates used to weight actual and potential (2,080) work hours reflect the interaction of supply and demand factors in individual markets at a point in time. Hence, individual potential earnings estimates can only be aggregated to indicate the total, or per capita, value of potential earnings under the assumption that the structure of wage rates would not change in any important way if all males were to increase their annual work time to 2,080 hours, reflecting the full use of their human capital. 10. Given this convention, underutilization indicators could be calculated by comparing the actual hours that individuals work to the full capacity work hours norm of 2,080 hours. However, because we are interested in human capital utilization rather than labor hours utilization, we account for individual productivity as mea-sured by the predicted wage rate in measuring both the earnings and the potential earnings components of FPE. 11. It should also be noted that in these cases, new jobs will be created in place of doit-yourself activities. 12. Another indicator of the extent of labor underutilization is the percent of all working-age males who work less than the "full activity" norm, and hence record some level of FPE. We have studied this indicator of the "prevalence" of FPE and reported the results in Buron, Haveman, and O'Donnell (1995) and Haveman, Buron, and Bershadker (1997) . 13. Aggregate earnings is the sum of the individual earnings of working-age males, which we described above as the product of an individual's actual annual hours of work and the individual-specific predicted wage rate. Dollar comparisons are in 1993 prices throughout the paper. 14. A regression of each of the three series in Table 2 on a time trend reveals average annual decreases of per capita earnings and potential earnings of $154 and $152, respectively, and an annual per capita increase in FPE of nearly $3. These findings indicate that the decrease in per capita earnings is the result of a decrease in both the level and realization of potential earnings. 15. In allocating foregone work hours to these seven reasons, we first split foregone work hours into hours per week and weeks worked deficits, and then allocated these separate components to the categories. For individuals who worked during the year, the unemployment reason was obtained from responses to a question regarding the number of weeks an individual was not working but was looking for work. In the survey, workers were then asked what they were doing for most of the remaining weeks of the year, with the following potential responses: illness/ disability, taking care of home/family, retired, no work available, other. Any worker responding "no work available" had the value of these hours allocated to the discouraged worker effect. Other responses had these hours allocated as indicated. Individuals who did not work at all are also asked how many weeks they were in the labor force looking for work and these hours are attributed to the unemployment reason. These workers were then asked the reason for not working, with the following potential responses: illness/disability, taking care of home/ family, could not find work, other. These responses were allocated in the same way as for workers. Individuals who report working part time for at least one week in the last year are asked for the main reason for doing so, with the following categories indicated: 1) could only find part-time, 2) wanted part-time, 3) slack work/material shortage, 4) other. In order to allocate foregone hours arising from part-time work to our categories, we supplemented the information on reason for working part time last year with information on the reason for working part time in the last week, and reason for working part year, and then proceeded to allocate responses similar to the procedures for workers. A more detailed description of these procedures is found in Buron, Haveman, and O'Donnell (1995) and in Haveman, Buron, and Bershadker (1997) .
16. The average annual changes described hereafter were calculated from regressions of the relevant series on a time trends. 17. See Chirikos (1986) and Colvez and Blanchet (1981) . 18. The attribution of FPE into "exogenous constraint" and "individual response" categories rests on a judgment over which people can disagree. For example, an individual may choose not to work, but may report illness (included in our "involuntary" category) in order to indicate a more acceptable reason for not working.
The reason "other" is excluded from these estimates. 19. Tables describing the detailed subgroup patterns are available from the authors upon request. 20. The decreasing ratio of nonwhite to white potential earnings reflects the overall increase in wage inequality over the period. Because nonwhites are concentrated at the lower end of the education and skill distributions, increased wage disparity between the higher and lower end of these distributions is also reflected in increased wage and potential earnings disparities between racial groups over the 1975-1992 period. Recall that potential earnings is the product of the individual wage rate and a constant (2,080 hours). 21. It is possible that a growing fraction of older workers are switching from illness to retirement as the reason for not working. 22. Surprisingly, the dropout group reported that FPE due to retirement in 1975 ($770) was less than 20 percent of FPE due to illness ($4,616).
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